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OATH OR AFFIRMATION

. [, Parker W. Lofgren affirm that, to the best of my knowledge and belief the accompanying financial statements and supplementary
information pertaining to the firm of St. Charles Capital, LLC, as of and for the year ended December 31, 2007, are true and
' correct. 1 further affirm that neither the Company nor any stockholder, principal officer or director has any proprietary interest in
any account classified solely as that of a customer.
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Title U
Notiry Public —
This report** contains {check ali applicable boxes):
X a. Facing page.
D.9 b. Statement of Financial Condition.
X C. Statement of Income (Loss).
X d. Statement of Cash Flows.
.5 €. Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.
_ f. Statement of Changes in Liabilities Subordinated to Claims of Creditors.
X e Computation of Net Capital.
. h. Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
_ i Information Relating to the Possession or Control Requirement under Rule 15¢3-3.
— J A Reconciliation, Including Appropriate Explanation, of the Computation of Net Capital Under Rule 15¢3-1 and

the Computation for Determination of the Reserve Requirements Under Exhibit A 15¢3-3.

k. A Reconciliation Between the Audited and Unaudited Statements of Financial Condition with Respect to
Methods of Consolidation.

X L An Oath or Affirmation.
_ m. A Copy of the SIPC Supplemental Report.
_ n. A Report Describing any Material Inadequacies Found to Exist or Found to Have Existed Since the Date of the

Previous Audit,
X 0. Independent auditors” report on internal control required by SEC Rule 17a-5.

**For conditions of confidential treatment of ceriain portions of this filing, see section 240.17a-5(e)(3}.




ST. CHARLES CAPITAL, LLC

Table of Contents
Page
Independent AUAItOrs' REPOTL......ccceiciiiieee ettt st b s b e b 1
Financial Statements
Statement of Financial Condition........c.coviereviireninene e e 2
Statement Of INCOME........ccoviiiiee e s ceesre st s s e ce s et s s s e sn e s an e s bssaa s saa e srnesnees 3
Statement of Changes in Members' EQUItY.......ccocooneeenncncnnnnnincneireeeeene et 4
Statement 0f Cash FIOWS.......co ittt s e e an s 5
Notes to Financial Statements........c.oeveerevrieeiiiiei et s a e s 6
Accompanying Information
Computation of Aggregate Indebtedness and Net Capital Pursuant to Rule 15¢3-1
of the Securities and Exchange COmMMISSION........ccoiirrrrirrerrnininre et eerese e 10

Independent Auditors' Report on Internal Control Required by SEC Rule 17A-5.....oiiii 11




|
E K S&H 7979 E. Tufts Avenue, Suite 400

s EHRHARDT « KEEFE
, STEINER *HOTTMAN PC

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS P: 303-740-9400 F: 303-740-9009

Denver, Colorado 80237-2843

INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Members
St. Charles Capital, LLC
Denver, Colorado

We have audited the accompanying statement of financial condition of St. Charles Capital, LLC as of
December 31, 2007, and the related statements of income, changes in members' equity and cash flows
for the year then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of
1934. These financial statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of St. Charles Capital, LLC as of December 31, 2007, and the results of its operations
and its cash flows for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information included in the accompanying schedule is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 under the Securities Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
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Ehrhardt Keefe Steiner & Hottman PC

February 21, 2008
Denver, Colorado
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ST. CHARLES CAPITAL, LLC

Statement of Financial Condition
December 31, 2007

Assets

Assets
Cash and cash equivalents
Securities owned, at fair value
Accounts receivable, net
Deposits and other assets
Furniture, equipment and leasehold improvements, net

Total assets

Liabilities and Members' Equity
Liabilities
Accounts payable and accrued expenses

Total liabilities

Commitments

Members' equity
Common stock units, no par value; 20,000,000 units
authorized; 1,079,621 units issued and outstanding

Retained eamings
Total members' equity

Total liabilities and members' equity

See notes to financial statements.
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$ 1,537,202
500,000
124,784

18,105
141.051

$ 2321.142

$ 229.121
229,121

1,079,621

1.012.400
2.092.021

§ _2.321.142




ST. CHARLES CAPITAL, LLC

Statement of Income
For the Year Ended December 31, 2007

Revenues
Merger and acquisitions fee income
Financing fee income
Advisory fee income
Reimbursed client costs and other income
Total revenues

Expenses
Employee compensation and benefits
Other general and administrative
Rent

| Database subscriptions

’ Professional fees

| Marketing

Depreciation and amortization

Total expenses

Interest income

Net income

See notes to financial statements.
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$

7,571,334
691,036
609,250
184.58]

9.056.201

6,134,037
706,145
233,503
158,947

82,241
64,934
45,081

7.424 888

112.770

b 1,.744.083
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ST. CHARLES CAPITAL, LLC

Statement of Changes in Members' Equity

Balance - December 31, 2006
Member units issued
Distributions to members
Net income

Balance - December 31, 2007

For the Year Ended December 31, 2007

Total
Membership Units Accumulated Members'
Units Amount Earnings Equity

1,052,631 § 1,052,631 $ 1,790,562 $ 2,843,193
26,990 26,990 - 26,990
; - (2,522,245) (2,522,245)

- - 1,744,083 1,744,083
1079621 $ 1079621 §  1.012.400 § 2092021

See notes to financia) statements.
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ST. CHARLES CAPITAL,LLC

Statement of Cash Flows
For the Year Ended December 31, 2007

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation and amortization
Changes in assets and liabilities
Securities owned
Accounts receivable, net
Deposits and other assets
Accounts payable and accrued expenses

Net cash provided by operating activities

Cash flows from investing activities
Purchase of furniture and equipment
Net cash used in investing activities

Cash flows from financing activities
Proceeds from member units issued
Distributions to members

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents - beginning of year

Cash and cash equivalents - end of year

See notes to financial statements.
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$ 1.744.083

45,081

1,622

(17,694)

(335)
66.886
95.560
1.839.643

(35.767)
(35.767)

26,990

{2,522 245)
(2.495.255)

(691,379)
2228581

$ 1.537.202




ST. CHARLES CAPITAL, LLC

Notes to Financial Statements

Note 1 - Description of Business and Summary of Significant Accounting Policies

Orpanization

St. Charles Capital, LLC (the Company) was formed in October 2004, as a Colorado limited liability
company and began operations in January 2005. The Company, headquartered in Denver, Colorado, is
a licensed broker-dealer registered with the Securities and Exchange Commission (SEC), and is a
registered member of the Financial Industry Regulatory Authority (FINRA). The Company is engaged
in investment banking activities and provides advisory services in the areas of mergers and
acquisitions, private debt and equity financings, valuation and corporate financial strategies.
Operations are conducted nationwide; however, the majority of activities and services take place in
Colorado.

The Company is exempt from Rule 15¢3-3 under subsection (K) and does not hold, nor does it plan to
hold, any customers' securities or funds. Under this exemption, "Computation for Determination of
Reserve Requirements” and "Information Relating to Possession or Control Requirements" are not
required.

Cash and Cash Equivalents

The Company considers all highly liquid instruments purchased with an original maturity of 3 months
or less to be cash equivalents. The Company continually monitors its positions with, and the credit
quality of, the financial institutions it invests with. As of the balance sheet date, and periodically
throughout the year, the Company has maintained balances in various operating accounts in excess of
federally insured limits.

Concentrations of Credit Risk

The Company grants credit in the normal course of business to customers. The Company assesses the
financial condition of its customers to reduce credit risk.

For the year ended December 31, 2007, one customer accounted for 11% of total revenue. As of
December 31, 2007, two customers accounted for 47% of total accounts receivable.

Fair Value of Financial Instruments

The carrying amounts of financial instruments including cash and cash equivalents, securities owned,
receivables, accounts payable and accrued expenses approximated fair value as of December 31, 2007
because of the relatively short maturity of these instruments.

Securities Owned

Securities transactions and related revenue and expense are recorded on a trade basis, which 1s the date
that the transactions are executed. Amounts, if any, related to securities that have been traded but have
not yet settled are reflected in receivables from or payables to brokers as appropriate. In accordance
with financial reporting requirements for broker/dealers, the Company's securities are recorded at fair
value based upon quotes from brokers. Changes in unrealized appreciation or depreciation are
included in revenue. Realized gains and losses are computed using the specific identification method.

-6-




ST. CHARLES CAPITAL, LLC

Notes to Financial Statements

Note 1 - Description of Business and Summary of Significant Accounting Policies (continued)

Accounts Receivable

Accounts receivable are non-interest bearing and are recorded as earned by the Company. An
allowance for uncollectible amounts is established to cover future losses based on management's best
estimate of uncollectible amounts. Uncollectible receivables are charged against the reserve when
identified. As of December 31, 2007, the Company had an allowance netted against their receivables
of $18,747.

Furniture, Equipment, and Leasehold Improvements

Furniture, equipment and leasehold improvements are stated at cost. Depreciation and amortization is
provided utilizing the straight-line method over the estimated useful lives for owned assets, ranging
from 5 to 7 years, and the lesser of the estimated useful life or the related lease terms for leasehold
improvements.

Revenue Recognition

Transaction fees related to mergers, acquisitions, and financing fees are recognized upon closing of the
related transaction. Advisory income is recognized as services are provided. Interest income is
recognized when earned.

The Company is reimbursed for reasonable out-of-pocket expenses associated with the transactions.
The revenues associated with these expenses are recognized after the costs are incurred and presented
in the financial statements in accordance with EITF 01-14: Income Statement Characterization of
Reimbursements Received for "Out-Of-Pocket” Expenses Incurred. These out-of-pocket expenses, in
addition to a one-time special payment from FINRA of $35,000, are classified as "other income" in the
accompanying financial statements.

Advertising Costs

The Company expenses advertising costs as incurred.

Income Taxes

The Company is a limited liability company and is treated as a partnership for income tax purposes,
whereby the earnings or losses of the Company are reported in the respective tax retums of the
members. Accordingly, no provision for income taxes was recorded in the accompanying financial
statements for the year ended December 31, 2007.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, disclosures of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

-7-
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ST. CHARLES CAPITAL, LLC

Notes to Financial Statements

Note 2 - Net Capital Requirement

The Company, as a registered broker/dealer, is subject to the Securities and Exchange Commission
Uniform Net Capital Rule (SEC Rule 15¢3-1), which requires the maintenance of minimum net capital,
as defined, of the greater of $5,000 or 6-2/3% of aggregate indebtedness. At December 31, 2007, the
Company had net capital, as defined, of $1,773,081, which was $1,757,807 in excess of its required
minimum net capital of $15,274. The Company's aggregate indebtedness was 13% of net capital at
December 31, 2007.

Note 3 - Furniture, Equipment and Leasehold Improvements

Furniture, equipment and leasehold improvements consist of the following at December 31, 2007:

Cornputer equipment and software $ 123,706
Furniture and equipment 55,937
Leasehold improvements 48,945
Office equipment 25.075
253,663

Less accumulated depreciation and amortization (112.612)
g 141051

Note 4 - Commitments

Operating [eases

The Company leases office space and facilities under a non-cancelable operating lease. Rent expense
for the year ended December 31, 2007 was $233,503.

Future minimum lease payments under these leases are approximately as follows:

Year Ending December 31,

2008 $ 213,234
2009 38.847
b 302.081

Note 5 - Emplovee Benefit Plan

In 2005, the Company adopted a defined contribution 401(k) plan covering all employees. This plan is
designed to be tax deferred in accordance with the provisions of Section 401(k) of the Internal Revenue
Code. In addition, the plan allows for employer 401{k) contributions and profit sharing contributions
at the discretion of management. The Company made safe harbor 401(k) and discretionary profit
sharing contributions of $227,405 during 2007.

-8-
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ST. CHARLES CAPITAL, LLC

Computation of Aggregate Indebtedness and Net Capital Pursuant
to Rule 15¢3-1 of the Securities and Exchange Commission

E
E

December 31, 2007
Total members' equity $ 2,092,021
Additions/deductions
Furniture, equipment,and leasehold improvements, net (141,051)
Accounts receivable, net (124,784)
Deposits and other assets (18.105)
Net capital before haircuts on securities positions 1,808,081
Haircuts on investments (35.000)
Net capital 1.773.081
Total aggregate indebtedness 229.121
Net capital $ 1,773,081
Minimum net capital requirement (greater of $5,000 or 6 2/3% of aggregate
indebtedness) 15.274
Excess net capital 1,757,807
Aggregate indebtedness to net capital 13 %

Reconciliation with Company's computation:

There is no difference from the Company's computations included in its Part I of Form
X-17a-5 as of December 31, 2007 and the audited computation above.

-10 -
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17A-5

The Board of Directors and Members
St. Charles Capital, LLC
Denver, Colorado

In planning and performing our audit of the financial statements of St. Charles Capital, LLC (the
Company), as of and for the year ended December 31, 2007 in accordance with auditing standards
generally accepted in the United States of America, we considered the Company's internal control over
financial reporting (internal control) as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Company's internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company's internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including consideration of
control activities for safeguarding securities. This study included tests of such practices and procedures
that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of rule 15c3-3. Because the Company does not carry

( securities accounts for customers or perform custodial functions relating to customer securities, we did
not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs
of controls and of the practices and procedures referred to in the preceding paragraph and to assess
whether those practices and procedures can be expected to achieve the SEC's above-mentioned
objectives. Two of the objectives of internal control and the practices and procedures are to provide
management with reasonable but not absolute assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition and that transactions
are executed in accordance with management's authorization and recorded properly to permit the
preparation of financial statements in conformity with generally accepted accounting principles. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

-11 -

« DENVER « FORT COLLINS » BOULDER -
www. EKSH.com




To the Board of Directors and Members
St. Charles Capital, LLC

Because of inherent limitations in internal control and the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of thern to future
periods is subject to the risk that they may become inadequate because of changes in conditions or that
the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control over financial reporting that is less severe than a material weakness, yet
important enough to merit attention by those responsible for oversight of the company's financial
reporting.

E
E
E

A material weakness is a deficiency, or combination of deficiencies, in internal control over financial
reporting, such that there is a reasonable possibility that a material misstatement of the company's
annual or interim financial statements will not be prevented or detected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for
safeguarding securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company's practices and
procedures, as described in the second paragraph of this report, were adequate at December 31, 2007,
to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the Financial Industry Regulatory Authority, and other regulatory agencies that rely on rule 17a-

5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers,
and is not intended to be and should not be used by anyone other than these specified parties.
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Ehrhardt Keefe Steiner & Hottman PC

February 21, 2008
Denver, Colorado
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